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Abstract:
When facing financial constrictions, legalized gambling is an attractive alternative for state
governments. Most empirical evidence on this topic only examines a single industry in a
particular state. This study involves a general analysis of three different forms of gambling
across all 50 states. The data is comprised of the gambling volume and state government
revenues for all 50 states from 2000 to 2010. From the research, lotteries and horse racing
typically increase state revenues, while casinos tend to decrease state revenues.
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1.0 INTRODUCTION
With the exception of Hawaii and Utah, legalized gambling has become a recognized form of
entertainment in the United States. Legalized gambling is especially attractive to state
governments facing fiscal constraints. Gambling is defined as a person who stakes or risks
something of value upon the outcome of a contest of chance or a future contingent event not
under their control or influence, upon an agreement or understanding that he or someone else
will receive something of value in the event of a certain outcome. 2 Today, the authorized types
of legalized gambling include: card rooms (public and private), commercial casinos, charitable
games, Indian casinos, legal bookmaking, lotteries, and pari-mutuel wagering. In 2010, gambling
activities generated gross revenues of $125 billion and provided 820,000 jobs in the United
States economy. Since each gambling industry is regulated by the state government, the
anticipated effect of gambling industries is to provide alternative sources of revenue and reduce
fiscal pressure. For example, New York’s 46-year-old lottery is the largest in North America and
funds nearly 15 percent of the state’s education budget. The importance of revenue generated
from gambling activities varies amongst all of the states. This becomes evident when the
government regulations and restrictions are taken into consideration. Several factors can be
observed but overall, gambling activities are more significant to states that have fewer
constraints.
However, not all members of society are in favor of the legalization of casinos and other
forms of gambling. Crime is among the top worries for those opposed to commercial casinos.
Once a casino has been introduced to a particular area, property and violent crime has increased
on average. Gambling adversaries are also concerned with problem gamblers. These people are
classified by the American Psychiatric Association as those with an urge to gamble who can
even experience withdrawal if they reduce their gambling. Despite these negative characteristics
of gambling, statistics prove a majority of the population is for the legalization of gambling.
Holly Wetzel, communications director for the American Gaming Association, states, “There are
perceptions about casinos that don’t match reality. According to a survey, 68 percent of people
who live in a county with a casino would keep it in their county if there were a vote”. 3
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The absence of certain variables and outdated information raises the important questions: Do
external factors affect each particular state’s gambling industry? Has the trend remained constant
in the past decade? This paper will explain certain factors of the gambling industry and how they
affect state government revenue. It is obvious as people spend more of their income on particular
types of gambling, they will have less money to spend on other goods and services. Also, state
economic policies could use the revenue generated from new gambling sources for those
revenues generated from existing sources. This effect would clearly lead to several alternate
possibilities. The introduction of a new product is not always followed by an increase in
government revenue.
This paper analyzes the relationship between state government revenues and legalized
gambling. In order to demonstrate results, a panel data analysis is utilized for all 50 states using
annual data from 2000 to 2010. The data is gathered from tax revenue generated at casinos,
revenue from horse racing, proceeds from lottery sales, and total state government revenues. The
results depict a conclusion contrary to popular belief of society. The outcomes show that lotteries
and horse racing have a positive impact on government revenue, whereas, casinos generally have
a negative impact on total state government receipts. Even though the results may differ in
particular states, the conclusion is drawn from the generalized effects of legalized gambling.
The remainder of this paper is organized as follows. Section 2.0 analysis the gambling
trends in the United States. Section 3.0 is a literature review. Section 4.0 explains the data used
and how the model has been developed. The empirical results are presented and discussed in
Section 5.0. Section 6.0 contains concluding remarks and related charts are presented in the
Appendix, Section 7.0.
2.0 GAMING TRENDS IN THE U.S.
The British American settlers brought the first games of chance over to the new colonies
known today as America. As we still see today, attitudes on gambling greatly varied from
location to location. Throughout history, gambling was legalized by various governments facing
financial constraints. For example, in the 18th and 19th century, lotteries were utilized in order to
establish or improve schools throughout Britain. In 1931, gambling was legalized in Nevada due
to the stock market crash of 1929 and to increase the funding for the Hoover Dam project. In
1996, the city of Detroit legalized gambling in attempt to stimulate their economy. More recently,

the gaming industry has been a source of revenue for governments as well as creating thousands
of jobs. “In 2010, the commercial casino and gaming equipment manufacturing industry
employed nearly 370,000 people: more direct employees than the U.S. automobile industry,
software manufacturers or wireless phone carriers.” 4 In the past 22 years, the casino work force
has increased 70% from 198,657 employees in 1990 to 340,564 employees in 2010. The
emergence of the internet in the late 20th century has also caused internet gambling to grow in
popularity as well.
Even though Indian casinos generate a large volume of revenue in their respective states,
they are not required to report their profits. Currently, 240 tribes operate 460 gambling
operations earning total revenue of $27 billion. The two states that have the largest Indian casino
industries include Connecticut and California. Since there are no reliable sources for their
volume data, Indian casinos will be omitted from the research. This is primarily due to the Indian
Gaming Regulatory Act of 1988 which recognized these Indian reservations as tribal sovereignty
and limited state government regulation. Appendix C lists government revenue by state from
casino tax revenue, proceeds from lottery sales, and revenue from horse racing for 2005. Even
though tax revenue from legalized gambling may be large in some states, these figures do not
necessarily mean that legalized gambling has contributed to a net increase in overall state
revenue. Recently, more states have shifted to the legalization of casinos and gambling activities.
Contrary to popular belief, results prove that revenue generated through these activities may
actually decrease net state revenue in certain states. This increase in the amount of casinos can be
seen in Figure 2. The increase in the revenue remains consistent with the increase in casino
establishments.
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Figure 2: Average Revenue from Casinos, 2000 - 2010
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With the rise of casinos in the recent decade, the horse racing industry has experienced a
decrease in volume. From years 2000 to 2010, state government revenue generated from casino
taxes has been increasing (Figure 2). This does not necessarily mean that casinos are increasing
overall state government revenue. As people spend more money at casinos, the less they will
have for purchasing other goods and services. Typically, as lottery sales increase in a certain
state, the spending on other goods and services declines. However, net state revenue continues to
increase as lottery sales increase because the tax rate applied to lotteries is significantly higher
than the tax rates for other goods and services.
Even though gambling is legal under U.S. federal law, there are restrictions in regards to
interstate and online gambling. Each state has jurisdiction to regulate (or prohibit) the practice
within its borders. Today, Nevada is the only state where casino-style gambling is legal statewide.
Every other state that allows casinos has restrictions to small geographic areas or American
Indian reservations. In 1961, the Federal Wire Act outlawed interstate wagering on sports but
failed to address other forms of gambling. More recently, online gambling has been more strictly
regulated as well. Instead of prohibiting online gambling, the Unlawful Internet Gambling
Enforcement Act of 2006 outlawed financial transactions involving online gambling service
providers. This has caused some offshore gambling providers to shut down their services for U.S.
customers.

Overall, there has been an increase in the amount and types of gambling activities in the
United States. The majority of the population believes that these industries will increase state and
local tax revenues as well as provide jobs within their borders. However, critics argue with more
gambling activities available, there will be negative societal effects. These include political
corruption, problem gambling, and higher crime rates. In addition, opponents also argue that
legalized gambling is a form of regressive tax placed on individuals where these venues are
located.
3.0 LITERATURE REVIEW
With the spread of legalized gambling on a worldwide level, analysts have varying
perspectives on the overall impact of gaming. Several factors determine whether legalized
gambling affects state government revenue. First, many states offer more than one type of
gambling. Also, it is important to consider whether the different gambling industries substitute or
complement each other. The relationships between gambling and non-gambling activities play a
significant role on whether there will be a positive impact on state government revenue. Some of
these conclusions differ amongst researchers and analysts seen in this section.
Skidmore and Tosun (2008) argue that lotteries stimulate retail behavior. The research
focuses on all counties in West Virginia. The introduction of video lottery stimulated retail
activity demonstrating a positive relationship amongst the two. Also, the introduction of new
lotteries in neighboring states typically reduces that retail activity in West Virginia border
counties.
Walker and Jackson (2008) find that there are positive and negative relationships amongst
particular forms of gambling. For instance, a rise in the volume of casino gambling decreases
lottery sales and horse racing. However, an increase in lottery sales typically has a positive effect
on the volume of horse racing. Therefore, certain forms of gambling activities either cannibalize
each other or have a positive relationship. Walker and Jackson (2008) state that the net effect of
legalized gambling is dependent on the complicated relationships amongst:
I.
II.
III.

Spending on gambling industries
Spending on non-gambling industries
Tax rates imposed on the various forms of spending

In order to demonstrate the effects of state lotteries, Elliot and Navin (2002) test the factors
that affect the probability of lottery adoption in 48 states from 1989 – 1995. In order to show
how other gambling activities affect lottery sales, they analyze the number of Indian casinos in
the state as well as the highest gross revenues per capita for a lottery and gaming in any
neighboring state. Their results show that casinos and pari-mutuels negatively affect lottery sales
and adjacent state lotteries have a small negative effect on in-state lottery sales. Pari-mutuel
betting is a system in which all bets of a particular type are placed together in a pool and payoff
odds are calculated by sharing the pool among all winning bets. In this particular study and the
research conducted throughout this paper, pari-mutuel betting includes horse racing, dog racing,
and sports betting.
Grote and Matheson (2006) analyze the effects of large, multi-state lotteries on smaller, instate lotteries. They find that even though multistate lotteries may have a short-term negative
impact on in-state lotteries, the overall effect on state lottery revenues will generally be positive.
These results show that from time to time, people who play the lottery will attempt to win big
(e.g., Powerball). After they lose, however, they realize the rarity of winning and their spending
habits on lotteries will be unaffected.
Prior to the rapid growth of casino gambling, Gulley and Scott (1989) research the
relationship between lotteries and pari-mutuel sampling 61 racetracks from 1978 – 1980. Their
results show that a $1 in lottery ticket purchases leads to a decrease of 18 cents spent on racing
handle. Even though these results are outdated and gambling trends have changes, the lottery still
has the same effect on state government revenue. This is primarily due to the relatively high tax
imposed on lottery winnings as mentioned earlier in this paper.
Most other literature and research does not examine the overall effect of all types of legalized
gambling on other industries and on state revenues. As Walker and Jackson (2011) have
mentioned, the other studies performed on legalized gambling generally focus on (1) the impact
of a single industry on another industry, and not vice versa; (2) the impact of a single industry on
state tax revenue; (3) short periods of times; or (4) on a single state or a small number of states.
These studies neglected to include multiple forms of legalized gambling and the overall effects
on state government revenue. By only reviewing these sources, one is left with incomplete
information how all forms of legalized gambling affect government revenue in the longer term.
The purpose of this study is to provide a more comprehensive analysis and update the research

conducted by Walker and Jackson (2011) to recent years. This study attempts to analyze the
relationship between different forms of legalized gambling and total state government revenues
for all states from 2000 to 2010.
4.0 DATA AND EMPIRICAL METHODOLOGY
4.1 Definition of Variables

GR = 𝛽𝛽0 + 𝛽𝛽1 CASREV(𝐷𝐷1 ) + 𝛽𝛽2 HORSE(𝐷𝐷2 ) + 𝛽𝛽3 LOTTERY(𝐷𝐷3 ) +
𝛽𝛽4 INC + 𝛽𝛽5 EDU + 𝛽𝛽6 POP + 𝛽𝛽7 CASEMP + 𝛽𝛽8 CASNUM+ 𝜀𝜀

As seen above, GR models the total state government revenue received from legalized
gambling. GR is used here as the endogenous or dependent variable. The independent variables
in this model were researched in order to assure that they will explain the dependent variable.
The model above seeks to define the factors that impact the results of the dependent variable.
The independent variables are calculated on the macro level as they describe the
economic indicators of a state in aggregate. It is important to consider the effects these particular
gambling industries have on each other. Elliot and Navin (2002) found that casinos and parimutuel betting will negatively affect lottery sales; essentially cannibalizing each other. This is an
important factor to consider because we will determine that casinos generally decrease state
revenue and lotteries have a positive impact. In this particular model, CASREV represents the
total amount of money received by state government from commercial casinos. HORSE
measures the revenue generated through legalized horse racing. LOTTERY reports the proceeds
received by the state government from lotteries. This figure is generated after paying a portion of
the lump sum to the lottery winners. As Walker and Jackson (2011) have mentioned, net state
revenue will be positively impacted by lotteries and horse racing. On the contrary, casinos will
generally have a negative impact.
INC depicts the personal income received per capita by state. This figure is significant in
representing the gambling activity and volume in a particular state. Generally, the more
disposable income people have, the more likely they are to spend it on gambling activities. EDU
measures the education level, on average, of a particular state. This number represents the

percentage of the population aged 25 or higher with a bachelor’s degree. CASEMP is including
quantifying the amount of employees working at casino resorts. I believe the more people
employed by resort casinos is positively associated with that particular area of being a popular
tourist attraction. In addition, CASNUM is utilized to represent the number of casinos in a
particular state. Walker and Jackson (2011) have also used these variables in their previous
research and studies. Even though there are several factors that can be considered, these were the
most relevant when considering the effects of gambling on government revenue as a whole.
4.2 Data
In this research, the existence of one or more legalized types of gambling affects overall
state government revenue is analyzed and reported. Previously mentioned by Walker and
Jackson (2011), the results are dependent on the tax rate applied to the gambling industry
revenues, the size of the particular gambling industry, and its relationship to other gambling and
non-gambling industries. The information recorded is based on the volume of gambling in a
particular state rather than the taxes paid to a particular state. The tax rate is excluded because
my research is trying to depict the general relationship between the volume of gambling and state
government revenue instead of including a particular tax regime. Even though the tax rate
applied to gambling and non-gambling industries is very important to the economy of a
particular state, it would be difficult to incorporate this information in the state-level panel data.
This is primarily due to the fact that many states have very elaborate tax rules, various tax
brackets, slot machine fees, etc. For example, Illinois taxes commercial casino revenues at 50%
whereas Nevada only charges 7%. This example is obviously due to the volume of gambling in
these particular states but nevertheless, it represents how difficult it would be to include tax rates.
In addition, since Indian casinos are not required to reports revenues and there is no reliable
source that records their volume, Indian casinos are also excluded from the data. In some states,
for example Connecticut, Indian casinos contribute a significant portion of state government
revenue. However, without reliable sources and information, these statistics cannot be
incorporated in the empirical research. Walker and Jackson (2011) have used the square footage
of Indian casinos as a proxy of their volume generated in their research. The research conducted
in this paper excludes the revenue generated by Indian casinos because I don’t believe the size of

a particular Indian casino is an accurate representation of their contribution to a states’
government revenue.
In order to compute results and draw a conclusion, I have generated panel data for all 50
states. Washington D.C. is excluded because it isn’t considered a state and its fiscal decisions are
primarily handled by the federal government. In the model, the primary explanatory variables
measure the volume of gambling for three industries: commercial casinos, horse racing, and
lotteries. The other independent variables, population, personal income per capita, percentage of
state population aged 25 or higher with bachelor degree, and the number of people employed by
casinos, are incorporated in order to demonstrate the socioeconomic effects on the volume of
gambling in a particular state.
State government revenue, the variable of primary interest, is determined by a set of
dummy variables. If the type of gambling activity is offered in a particular state, it is denoted as
“1”. If the type of industry is non-existent in the particular state, it is recorded as “0”. Dummy
variables are utilized in the model because not all states offer all types, if any, forms of gambling.
By doing this, results will remain consistent throughout the series for each particular state. In
order to accurately analyze the variables, an “average state” must be developed with the mean
characteristics from all 50 states. Once this is done, it will be easier and more accurate to look at
the different forms of legalized gambling and the effect on state government revenue.
5.0 EMPIRICAL RESULTS
The purpose of this paper was to analyze the effects of legalized gambling on state
government revenue. The results are displayed in Appendix B. In total, there were 549
observations spanning over an 11 year period (2000 – 2010). The data was annually reported and
by using a simple least-squares model, varying conclusions are drawn. The outcomes focus on
the gambling industry variables in the regression function. All 50 states (excluding Washington
D.C.) were taken into consideration. However, not all states have legalized the different types of
gambling used in this paper. For example, Utah doesn’t have any form of gambling whereas
Indiana has legalized casinos, horse racing, and lotteries. Each regression utilizes a varying
amount of observations based on the existence of each form of gambling in all 50 states.
In order to analyze the effects of legalized gambling on net state revenue, the results are
recorded into two components. The dummy variables demonstrate the average impact on net

state revenue from having a certain type of gambling in the state. The industry volume variables
measure the marginal impact of an additional dollar of revenue from the particular gambling
industries. The coefficients are somewhat difficult to interpret and explain. This is due to the fact
that every state has different histories, regulations, and varying tax policies in regards to
gambling. The coefficients analyzed from these results represent the effects on the “average
state”.
The coefficients of the variables measure the impact of an additional dollar of revenue.
Throughout the rest of this section, each industry will be discussed focusing on the overall
impact from the volume and dummy variables. The CASINO variable is negative and statistically
significant at the 5% level. From the data we can infer that from every additional dollar
generated from casino tax revenue, net state revenue will decrease by $4.38. In addition, there
will also be an $85 million decrease in net state revenue with the existence of casinos in a
particular state. This statistic demonstrates the fact that the more people spend in casinos, the less
goods and services they will purchase. This is also known as the substitution effect. The casino
dummy and number of casino variables are negative and statistically significant at the 5% level
as well. These statistics further prove the existence of casinos in a certain state will decrease
overall revenue. The number of casinos variable is extremely negative indicating the more
amount of casinos that are established in a state, the more revenue will be decreased. However,
not all states experience this significant decrease in revenue from the existence of casinos. For
example, Nevada receives a significant amount of their revenue from casinos and it is very
unlikely for them to experience a monetary loss from the existence of casinos. But for the
“average state” with legalized casinos, there seems to be decrease in net state revenue.
Horse racing is an established industry that has been around for many years. This
particular form of gambling is an essential form of revenue for some local economies. The
results from horse racing indicate a positive effect on state government revenue. The HORSE
variable is also statistically significant at the 1% level. Furthermore, the existence of legalized
horse racing increases overall state revenue by $427 million. As mentioned earlier in this paper,
horse racing draws unique consumers that usually earn a relatively high income. The substitution
effect is virtually nonexistent in this particular industry. Wealthy individuals have more
disposable income so if they lose money from bets placed on horse racing, their spending on
most goods and services is unlikely to change.

After analyzing the results, we find that the LOTTERY variable remains consistent with
our expectations. The lottery dummy variable indicates a statistically significant and positive
figure. This suggests that states with a lottery will generate more revenue than states without
lottery sales by $105 million. However, for every $1 of lottery sales, the “average state”
experiences a $0.06 decrease in net state revenue. This negative coefficient demonstrates the
effects of “revenue substitution”. Kearney (2005) describes this effect by stating that lottery
expenditures come at the expense of reduction in non-gambling expenditures. This effect exists
in just about every gambling activity. For every dollar spent (and lost) by a consumer is a dollar
less they will have to spend on other goods and services. For this reason, there is no surprise that
lottery ticket sales do not contribute significant marginal revenue for state government revenues.
Even though the existence of lottery sales does not marginally impact net state government
revenue, the lottery dummy variable indicates an economically and statistically positive impact
on state government revenues.
The INC variable demonstrates that states with higher per capita incomes will generate
more revenue through net taxes. Despite being an obvious fact, state governments generate more
revenue from individuals who earn more and have more disposable income to spend on goods
and services. In addition, the more individuals of a certain state earn, the more they will have for
gambling activities. For this reason, the income variable is statistically significant and extremely
high. The EMP variable demonstrates statistically significant and positive results. This indicates
that tourist expenditures have a positive impact on government revenues. States with more casino
employees indicate the likelihood of that particular region being a tourist destination. In general,
goods and services purchased by tourists are usually heavily taxed. Examples of these items
include car rentals and hotels. POP is also statistically significant and positive. Clearly, states
with a higher population will generate more revenue from taxes. The EDU variable is
insignificant however; it is positively correlated with net state revenue. States with more
individuals with bachelor degrees will generally earn more revenue from taxes because they will
maintain relatively higher earning jobs.
Like most studies, certain limitations may potential impact the results. Since not all states
have all forms of legalized gambling (if any), it is difficult to analyze the effects on every state.
By assigning dummy variables, this problem is drastically reduced in affecting the final results.
Also, every state has their own set of regulations, tax policies, restrictions, etc., it is nearly

impossible to analyze the data on the country as a whole. In order to combat this effect, an
“average state” is utilized to demonstrate the effects of legalized gambling. By using these
techniques, I’ve attempted to minimize the potential errors that may arise when gathering the
information. As stated earlier, most studies encounter certain limitations and data that is nearly
impossible to satisfy.
6.0 CONCLUDING REMARKS
In order to observe the overall impact on state government revenue, we must consider the
effects of each industry measured by dummy and volume variables. According to the results,
casinos have a negative impact on state revenue whereas lotteries and horse racing have a
positive impact. The analysis conducted in this paper has almost identical results to the study
performed by Walker and Jackson (2011). However, this particular study observes more recent
years in order to identify any changes in gambling trends. Also, as Walker and Jackson (2011)
have noted, this paper involves a more comprehensive analysis on the overall legalized gambling
industry. Most of the previous studies have only observed one industry and usually within a
single state. The only difference in my results was the positive correlation associated with the
education variable. Walker and Jackson (2011) determined a negative correlation and failed to
elaborate how they came to this conclusion.
There is no surprise when considering the positive impacts of lotteries on state
government revenue. The average tax rate applied to lotteries is significantly higher than the
taxes charged on most goods and services. The positive impact of horse racing can also be found
in other studies such as Gulley and Scott (1989). Most of the betting in horse racing involves
wealthy individuals. Therefore, a monetary loss in result from gambling on horse racing will not
drastically affect the spending pattern of those particular individuals. The negative coefficient
associated with the casino industry indicates a stronger substitution effect from other revenue
producing forms of consumer expenditures. Lotteries require much less capital investment from
consumers whereas casinos involve much more. This effect ultimately leads to the reduction in
state revenues through the existence of commercial casinos.
The negative result exhibited from the existence of casinos is somewhat surprising. Even
though the marginal impact is relatively small, it is negative and statistically significant. Walker
and Jackson (2011) state that policymakers and voters believe that casino gambling is an

effective type of “voluntary” taxation. This is due to the perception of high licensing fees and
taxes on gross gambling revenues. In most states debating the legalization of casinos, the primary
tradeoff exists between whether the tax benefits (and potential economic growth) were worth the
social costs associated with problem gamblers and potential increase in crime.
In this paper, we have observed the effects of legalized gambling revenue on total state
government revenue. By gathering data from all 50 states from 2000 – 2010, a simple leastsquares regression demonstrates the effects of each particular gambling industry. Based on the
results, lotteries and horse racing generally increase net state revenue whereas commercial
casinos tend to have a negative impact. However, it is important that these assumptions are
associated with the “average state” in the United States. Of course, results will drastically vary
when focusing on individual states. These conclusions will not remain true in states like Nevada
and Mississippi where tourist expenditures generate a significant portion of their revenue.
In conclusion, policymakers and voters must not assume that the legalization of gambling
activities will ultimately have a positive impact on state government revenue. More specifically,
commercial casinos may actually decrease state revenue and hurt the states’ economy in the
long-run. Even though there are several other factors that can be considered, this paper provides
a general assumption with the data available. Walker and Jackson (2011) provided the first study
of the effects of legalized gambling on all 50 states. This paper was intended to continue their
research with updated information and also identify any trends or changes in the past decade.
This study informs policymakers and voters of the potential downfalls through the
legalization of gambling. Even though most states have imposed a state-run lottery system, seven
states have not. These states include: Alabama, Alaska, Hawaii, Mississippi, Nevada, Utah, and
Wyoming. This paper and other research shows that lotteries will have a positive impact on state
government revenue. For this reason, I believe all states should impose some form of lottery
system. They have relatively low costs to operate and could generate a substantial amount of
profit. However, states searching for alternative forms of income should carefully research their
respective economic conditions before introducing various forms of gambling in their state. As
Walker and Jackson (2011) conclude, “Legalized gambling may not always be the ‘golden egg’
that it is sometimes promoted to be”.

7.0 APPENDIX
7.1 Appendix A: Variables, Description, Sources, and Expected Signs
Data Source

Description

Data Source

Expected
Sign

AGA

(-)

AGA

(-)

AGA

(-)

AGA

(-)

Government revenue received from horse racing

AGA

(+)

𝑫𝑫𝟐𝟐

Dummy variable to indicate the presence of

AGA

(+)

State total lottery proceeds

SAUS

(+)

𝑫𝑫𝟑𝟑

Dummy variable to indicate the presence of a

SAUS

(+)

INC

State level per capita income

USCB

(+)

EDU

Percentage of state population aged 25 or higher

USCB

(+)

USCB

(+)

CASREV

Government revenue received from casinos
after paying winning bets

𝑫𝑫𝟏𝟏

CASEMP

Dummy variable to indicate the presence of
commercial casino gambling in the state
The total amount of people employed by casinos
in a particular state

CASNUM

The total amount of commercial casinos in a
particular state

HORSE

LOTTERY

legal horse racing in the state

state-run lottery

with a bachelor degree
POP

Estimated population of state

7.2 Appendix B: Regression – State Government Revenue
Dependent Variable: NET_STATE_REVENUE
Method: Panel Least Squares
Date: 04/22/13 Time: 19:15
Sample: 1 550
Periods included: 52
Cross-sections included: 11
Total panel (unbalanced) observations: 549
Variable

Coefficient

CASINO_TAX_REVENUE
CASINO_DUMMY
CASINO_EMPLOYEES
NUMBER_OF_CASINOS
HORSE_HANDLE
HORSE_DUMMY
LOTTERY_SALES
LOTTERY_DUMMY
EDUCATION
INCOME_PER_CAPITA
POPULATION
C

-4.379809
-8.46E+08
70287.03
-45500873
8.052522
4.27E+08
-0.059535
1.05E+09
12421408
334721.9
2299.496
-1.18E+10

R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

0.925486
0.923960
4.42E+09
1.05E+22
-12965.71
606.3354
0.000000

Std. Error
2.108754
8.42E+08
28612.50
20120579
3.094864
7.78E+08
0.745178
5.60E+08
61944394
46054.49
42.36201
1.23E+09

t-Statistic
-2.076966
1.004917
2.456515
-2.261410
2.601898
0.548456
0.079894
-1.880009
0.200525
7.267954
54.28203
-9.641652

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat

Prob.
0.0383**
0.3154
0.0143**
0.0241**
0.0095***
0.5836
0.9364
0.0406*
0.8411
0.0000***
0.0000***
0.0000
1.29E+10
1.60E+10
47.27762
47.37178
47.31442
1.958838

Note: ***, **, * denotes significance at 1%, 5%, and 10% respectively.

7.3 Appendix C: Gambling-Related State Government Revenue, 2005
Casino Tax Revenue
State
Alabama
$
Alaska
$
Arizona
$
Arkansas
$
California
$
Colorado
$ 99,550,000.00
Connecticut $
Delaware
$
Florida
$
Georgia
$
Hawaii
$
Idaho
$
Illinois
$ 801,720,000.00
Indiana
$ 760,520,000.00
Iowa
$ 252,670,000.00
Kansas
$
Kentucky
$
Louisiana
$ 436,900,000.00
Maine
$
Maryland
$
Massachusetts $
Michigan
$ 279,399,000.00
Minnesota
$
Mississippi
$ 333,010,000.00
Missouri
$ 403,130,000.00
Montana
$
Nebraska
$
Nevada
$ 886,990,000.00
New Hampshire $
New Jersey
$ 470,670,000.00
New Mexico $
New York
$
North Carolina $
North Dakota $
Ohio
$
Oklahoma
$
Oregon
$
Pennsylvania $
Rhode Island $
South Carolina $
South Dakota $
6,060,000.00
Tennessee
$
Texas
$
Utah
$
Vermont
$
Virginia
$
Washington
$
West Virginia $
Wisconsin
$
Wyoming
$
-

Proceeds from Lottery Sales
$
$
$
116,260,000.00
$
$
1,146,099,000.00
$
115,000,000.00
$
273,931,000.00
$
301,358,000.00
$
1,092,873,000.00
$
802,327,000.00
$
$
25,088,000.00
$
581,267,000.00
$
185,755,000.00
$
51,299,000.00
$
61,468,000.00
$
161,473,000.00
$
108,047,000.00
$
50,422,000.00
$
482,048,000.00
$
920,331,000.00
$
637,073,000.00
$
87,088,000.00
$
$
212,315,000.00
$
7,233,000.00
$
23,531,000.00
$
$
68,977,000.00
$
800,733,000.00
$
32,338,000.00
$
2,071,268,000.00
$
$
6,404,000.00
$
661,436,000.00
$
$
436,739,000.00
$
833,946,000.00
$
303,298,000.00
$
277,534,000.00
$
115,268,000.00
$
221,819,000.00
$
1,069,187,000.00
$
$
20,945,000.00
$
423,242,000.00
$
115,580,000.00
$
570,892,000.00
$
130,090,000.00
$
-

Horse Handle
$
$
$
$
$
$
$
$ 196,260,000.00
$
$
$
$
$
$
$ 98,310,000.00
$
$
$ 42,600,000.00
$
$
$
$
$
$
$
$
$
$
$
$
$ 37,420,000.00
$ 136,640,000.00
$
$
$
$
$
$
$ 234,100,000.00
$
$
$
$
$
$
$
$
$ 327,630,000.00
$
$
-

Total Gambling Revenue
$
$
$
116,260,000.00
$
$
1,146,099,000.00
$
214,550,000.00
$
273,931,000.00
$
497,618,000.00
$
1,092,873,000.00
$
802,327,000.00
$
$
25,088,000.00
$
1,382,987,000.00
$
946,275,000.00
$
402,279,000.00
$
61,468,000.00
$
161,473,000.00
$
587,547,000.00
$
50,422,000.00
$
482,048,000.00
$
920,331,000.00
$
916,472,000.00
$
87,088,000.00
$
333,010,000.00
$
615,445,000.00
$
7,233,000.00
$
23,531,000.00
$
886,990,000.00
$
68,977,000.00
$
1,271,403,000.00
$
69,758,000.00
$
2,207,908,000.00
$
$
6,404,000.00
$
661,436,000.00
$
$
436,739,000.00
$
833,946,000.00
$
537,398,000.00
$
277,534,000.00
$
121,328,000.00
$
221,819,000.00
$
1,069,187,000.00
$
$
20,945,000.00
$
423,242,000.00
$
115,580,000.00
$
898,522,000.00
$
130,090,000.00
$
-

Net State Revenue % of State Revenue from Gambling
$ 7,774,147,000.00
0%
$ 1,858,311,000.00
0%
$ 11,008,428,000.00
1%
$ 6,538,720,000.00
0%
$ 98,434,685,000.00
1%
$ 7,648,456,000.00
3%
$ 11,584,728,000.00
2%
$ 2,590,217,000.00
19%
$ 33,894,971,000.00
3%
$ 15,665,563,000.00
5%
$ 4,434,356,000.00
0%
$ 2,934,459,000.00
1%
$ 26,411,689,000.00
5%
$ 12,853,976,000.00
7%
$ 5,778,350,000.00
7%
$ 5,637,807,000.00
1%
$ 9,090,882,000.00
2%
$ 8,638,674,000.00
7%
$ 3,215,570,000.00
2%
$ 13,366,914,000.00
4%
$ 18,034,862,000.00
5%
$ 23,525,187,000.00
4%
$ 15,881,131,000.00
1%
$ 5,432,152,000.00
6%
$ 9,543,814,000.00
6%
$ 1,875,545,000.00
0%
$ 3,796,551,000.00
1%
$ 5,670,169,000.00
16%
$ 2,010,775,000.00
3%
$ 24,247,648,000.00
5%
$ 4,478,321,000.00
2%
$ 51,326,444,000.00
4%
$ 18,639,618,000.00
0%
$ 1,403,293,000.00
0%
$ 24,011,238,000.00
3%
$ 6,859,030,000.00
0%
$ 6,522,665,000.00
7%
$ 27,262,969,000.00
3%
$ 2,628,747,000.00
20%
$ 7,318,388,000.00
4%
$ 1,110,035,000.00
11%
$ 10,007,292,000.00
2%
$ 32,784,942,000.00
3%
$ 4,703,330,000.00
0%
$ 2,242,902,000.00
1%
$ 15,918,847,000.00
3%
$ 14,839,634,000.00
1%
$ 4,301,156,000.00
21%
$ 13,152,251,000.00
1%
$ 1,739,646,000.00
0%
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